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12. 
b. Federally Qualified Health Centers ( fqhcs )  

Effective for services furnished by FQHCs on January 1,2001 and thereafter, reimbursement 
for these services will be in conformance withthe prospective payment system, which is 
outlined inSection 702 of the Medicare, Medicaid, andSCHIP Benefits Improvement and 
Protection Act (BIPA) of 2000. If aninconsistencybetween the descriptions in this section 
12.b. andSection 702(a) and 702(b)( 1) through 702(b)(5)of BIPA is discovered, the meaning 
of the language in BIPA willtake precedence. The following paragraphsinclude a detailed 
description of the method anddefinitionsof specific terms used inthe description: 

DEFINITIONS: 

Federally Qualified Health Center (FQHC)An entity that meetsthe definition at Section-
1905(1)(2)(B)of the Social SecurityAct. 
Fiscalyear (Fy)-will be defined as the District’s fiscal year. 
Prospective rate - the rate paid for services furnished in aparticular fiscal year. The rate is not 
dependent on actual cost experienceduring the same year in whichthe rate is in effect. 
Allowable Costs - the reasonable costs thatare incurred by an FQHC in furnishing Medicaid
coverable services to Medicaid eligible patients (defined inthe D.C. State Medicaid Plan),as 
determined by Medicare Reasonable Cost Principles. 
Medicare ReasonableCost Principles -The cost principles describedat section 4 13 in Title 42 
of the Code of Federal Regulations. Furtherinterpretationof these principles is found in the 
Medicare Provider Reimbursement Manual. 
Inflationfactor -The percentage increase in the Medicare Economic Index(MEI) as defined in 
section 1842(i)(3), andapplicable to primary care services as defined in section 1842(i)(4). The 
inflation factor willbe applied on a fiscal year basisstarting with services furnished on or after 
October 1,2001. 
Visit-every patient encounter in an FQHC whenone or more medical services are furnished to 
that patient. 
Increase or decrease in scope of services -A change in thetype, intensity, duration, and/or 
amount of services. A change in the cost of a service, in and of itself, is not considered a 
change in the scope of services. 

DESCRIPTION OF REIMBURSEMENT METHODOLOGY: 

f 1) For FqHCs in existence in 1999 and 2000-Each FQHC willbe paid aprospective rate for 
each visitor encounter with a Medicaid recipient when a medicalservice or services are 
furnished. The prospective rate effectivebeginning January 1,2001 through andincluding 
September 30,200 1, willbe computed in the followingmanner: 

(a) The FQHC’s allowable costs for FYs 1999and 2000 willbe totaled andthe resulting dollar 
amount will be divided bythe FQHC’s total patientvisits in FYs 1999and 2000. The resulting 
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rate, adjusted totake into account any increase or decrease in the scope of such services 
furnished by the FQHC during fiscal year 2001, will be the prospectiverate paid to the FQHC 
for services that it furnishes in fiscal year2001. The amount of the adjustment shall be at a 
negotiated rate, andthe District shall implement a revisionto an FQHC’srate not later than 90 
days after the establishment of the negotiated rate.The FQHCs are responsible for reporting to 
the District an increase or decrease in the scope of services and the starting date of such a 
change. The District willspecify the reporting format and content. 

(b) For services provided in fiscal year 2002 and ineach fiscal yearthereafter, the prospective 
rate will be computed by taking the FQHC’s prospectiverate that was in effect in the previous 
fiscal year and(1 )  increasing the rate by the applicable inflation factor for that fiscal year and 
(2) adjusting the rate to take into account anyincrease or decrease in the scope of such services 
h i s h e d  by the FQHC during the fiscal year. The amount of the adjustment shall be at a 
negotiated rate and the District shall implement a revisionto an FQHC’srate not later than 90 
days after the establishmentof the negotiated rate. The FQHCs are responsible for reporting to 
the District an increase or decrease in the scope of services and the starting date of such a 
change. The District will specify the reporting format and content. 

(c) Interim payments- Each FQHC shall receive interimpayments until completion of the 
required audit to establishallowable costs. The interim paymentsshall be determined in 
accordance with the same methodology setforth in the District’s State Plan on the day 
preceding the effective date of this State Plan amendment. 

(2) For entities that qualify as an FQHC after fiscal year 2000The prospective payment rates-
for services furnished in the first year that anentity qualifies as an FQHC willbe equal tothe 
average of the prospective rates paid to other FQHCs locatedin the same area with a similar 
case load. For each fiscal year followingthe first year in which the entity first qualified as an 
FQHC, the prospective payment rate shall be computed in accordance with the previous section 
12.b.(1)(b). 

(3) Reimbursement for an FQHC that furnishesservicesto Medicaidrecipients under a 
contract with a manapedcare entity - When an FQHCfurnishes services to Medicaid 
recipients under a contract with a managedcare entity (asdefined in section 1932(a)(1)(B), 
and receives a smaller payment from the managed care entity than it would be entitled to 
receive under 12.b. of this State Plan, the District’s Medicaid Program willmake a 
supplemental payment to the FQHC so that its total reimbursement forservices (the 
combination of the reimbursement received fromthe managed care entity and from the 
Medicaid program) will be equal to the amount it wouldhave been entitled to receive under 
12.b. if it had not been under contract withthe managed care entity. The supplemental 
payment will be made on a quarterly basis. In order for the District to compute the quarterly 
supplemental payment, an FQHC will be required tosubmit information about the amount of 
payments it has received from MCOs for Medicaid enrolleesfor a specified time period. The 
District will specify the exact content and formatof :his information. 
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